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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Department 
of  Administration,  Treasury  Division,  for  the  year  ended  June  30, 
1980. 

The  audit  was  conducted  by  DeVries  and  Morgan,  C.P.A.'s,  under  a 
contract  between  the  firm  and  our  office.   The  comments  and  recom- 
mendations contained  in  this  report  represent  the  views  of  the  firm 
and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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CertKieii  Public  AcrDuntanta 

I?.  ®.  »ax  216  CataWtelFra  19T7  a„l,^pl,one 

meUna,  illt.  39601  406  442-7830 

September  22,  1980 

The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 

We  have  examined  the  Statement  of  Cash  Position,  the  Schedule  of  Long  Range 
Building  Bonds  and  the  Schedule  of  General  Obligation  Highway  Bonds  as  of  June  30, 
1980  and  June  30,  1979.   Our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards  and  accordingly  included  such  tests  of  the  accounting 
records  and  other  auditing  procedures  we  considered  necessary  in  the  circumstances, 
except  as  indicated  in  the  following  paragraphs. 

We  did  not  audit  the  Employment  Security  Division  bank  accounts  as  these  accounts 
are  outside  the  State  Treasury  system.   We  did  not  test  the  balances  presented 
for  investments,  since  these  investments  are  examined  by  other  auditors. 

In  our  opinion  the  Statement  of  Cash  Position,  the  Schedule  of  Long  Range  Building 
Bonds  are  the  Schedule  of  General  Obligation  Highway  Bonds  farily  present  the 
balances  they  purport  to  present  as  of  June  30,  1980  and  June  30,  1979. 


DeVries  and  Morgan 
Certified  Public  Accountants 


(2) 


Department  of  Administration 

Treasury  Division 
Statement  of  Cash  Position 


June  30,  1980 


June  30,  1979 


ASSETS 


Cash 


Cash  on  hand 

Cash  in  Employment  Security 

Division  accounts 
Cash  in  demand  accounts 
Cash  in  U.S.  Treaury 
Total  Cash 


12,000 

2,057,898 
13,743,092 
21,453,687 
37,266,677 


8,000 

1,350,250 
10,276,236 
15,551,402 
27,185,888 


Investments 

Certificates  of  deposit 
Purchased  interest 
STIP  units  at  cost 
Other  investments  at  cost 
Total  Investments 


12,015 

126,545,538 

88,155,383 

214,712,836 


300,000 

121,125,684 

80,448,086 

201,873,770 


Other  Assets 

Purchased  bonds  and  coupons  clearing  accounts 

Total  Assets 


834,553 


252,814,066 


886,453 


229,946,111 


FUND  ACCOUNTABILITY 
Accountability  for  cash  in  Treasury 
Accountability  for  outstanding  warrants 

Total  Fund  Accountability 


218,017,016 
34,797,050 

252,814,066 


173,658,472 
56,287,639 

229,946,111 


The  accompanying  notes  to  financial  statements  are  an  integral  part  thereof 
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DEPARTMENT  OF  ADMINISTRATION 

TREASURY  DIVISION 

SCHEDULE  OF  LONG  RANGE  BUILDING  BONDS 


June  30,  1980  June  30,  1979 

Series  1  4,985,000  5,245,000 

Series  2  7,460,000  7,745,000 

Series  4  1,570,000 

Series  5                                      985,000  1,675,000 

Series  f  19,130,000 

Montana  College  of  Mineral  Science  2,210,000  2,245,000 

Total  Long  Range  Building  Bonds  34,770,000  18,480,000 


GENERAL  OBLIGATION  HIGHWAY  BONDS 

June  30,  1980        June  30,  1979 
General  Obligation  Highway  Bonds  6,500,000  6,745,000 


The  accompanying  notes  to  financial  statements  are  an  integral  part  thereof 
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DEPARTMENT  OF  ADMINISTRATION 

TREASURY  DIVISION 

NOTES  TO  STATEMENT  OF  CASH 

POSITION  AND  SCHEDULE  OF 

LONG  RANGE  BUILDING  BONDS  AND 

GENERAL  OBLIGATION  HIGHWAY  BONDS 


General  Fiscal  Duties  of  State  Treasurer  -  17-1-111  MCA  1979; 

The  State  Treasurer  shall  be  the  custodian  of  all  moneys  and  securities  of  the 
state  unless  otherwise  expressly  provided  by  law.  It  is  the  duty  of  the  State 
Treasurer  to: 

(a)  receive  and  account  for  all  money's  belonging  to  the  state  not  expressly 
required  by  law  to  be  received  and  kept  by  some  other  person; 

(b)  pay  warrants  out  of  the  funds  upon  which  they  are  drawn; 

(c)  upon  payment  of  any  warrant,  taken  upon  the  back  thereof  the  receipt  of 
the  person  to  who  it  is  paid; 

(d)  keep  an  account  of  all  moneys  received  and  disbursed; 

(e)  at  the  request  of  either  house  of  the  legislature  or  of  any  committee 
thereof,  give  information  in  writing  as  to  the  condition  of  the  treasury 
or  upon  any  subject  relating  to  the  duties  of  his  office; 

(f)  discharge  such  other  duties  as  may  be  imposed  upon  him  by  law. 

Cash  on  Hand; 

The  Treasury  Division  maintains  cash  at  its  office  in  the  Mitchell  Building 
to  cash  state  warrants  presented  to  it.  Twelve  thousand  dollars  is  kept  on 
hand  except  on  state  pay  day  when  additional  cash  is  obtained  to  cover  cash 
requirements  due  to  the  increase  in  the  number  and  amount  of  state  warrants 
presented. 

Cash  in  Employment  Security  Division  Accounts; 

These  accounts  are  controlled  and  reconciled  by  the  Employment  Security  Division. 
The  Treasury  Division  does  not  receive  bank  statements  nor  write  checks  on 
these  accounts. 

Cash  in  Demand  Accounts; 

This  represents  the  amount  of  money  held  in  demand  accounts  in  160  banks  as  of 
June  30,  1980.   The  demand  account  balance  also  includes  $7,355,356.75  held  in  the 
State  Treasurer's  account.   The  amount  in  the  State  Treasurer's  account  is  basically 
a  deposit  in  transit,  these  funds  were  received  and  deposited  by  the  Treasurer's 
office  on  June  30th  and  not  recorded  by  the  bank  as  deposits  until  July  1,  1980. 
The  banks  with  the  demand  accounts  provide  collateral  as  required  by  state  law. 

Cash  in  U.S.  Treasury; 

The  account  is  for  unemployment  insurance  collections  and  it  is  maintained 
because  the  law  requires  that  the  collection  flow  through  an  account  with 
the  United  State  Treasurer. 
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NOTES  CONTINUED 


Investments: 

The  investments  are  stated  at  cost.   Fair  market  value  of  investements  at 
June  30,  1980  was  $214,849,796. 

Purchased  Bonds  and  Coupon  Clearing  Accounts: 

This  account  represents  balances  with  fiscal  agents  for  bonds  and  coupons. 
The  money  required  at  each  due  date  is  sent  to  the  fiscal  agent  just  prior 
to  the  date  required  by  the  bond  issue.   The  fiscal  agents  return  the  cancelled 
bonds  and  coupons  to  the  Treasury  Division  at  various  dates  usually  within 
three  months  of  the  date  of  payment. 

Accountability  for  Outstanding  Warrants: 

This  account  represents  outstanding  warrants  issued  by  the  State  Auditor  and 
outstanding  warrants  issued  by  Workmens  Compensation  Division,   The  outstanding 
warrants  for  Workmens  Compensation  as  of  June  30,  1980  are  overstated  by  $31,454 
due  to  the  inclusion  of  warrants  issued  on  July  18,  1980.  These  warrants  should 
have  been  processed  in  fiscal  year  ended  1981.   All  warrants  over  one  year  old 
are  stale  dated  and  removed  from  the  outstdiiaing  lists. 
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OBJECTIVE  OF  INTERNAL  CONTROL  REVIEW 

We  have  examined  the  Statement  of  Cash  Position,  Treasurer's  Cash  Accountability 
account  of  the  Treasury  Division  and  Schedule  of  Long  Range  Building  Bonds  and 
General  Obligation  Highway  Bonds  of  the  Department  of  Administration  for  the 
fiscal  year  ended  June  30,  1980.   As  part  of  our  examination,  we  made  a  study 
and  evaluation  of  the  division's  system  of  internal  accounting  control  to  establish 
a  basis  for  reliance  thereon  in  determining  the  nature,  timing,  and  extent  of  other 
auditing  procedures  necessary  for  expressing  an  opinion  on  the  Statement  of  Cash, 
Bonds  and  General  obligation  Highway  Bonds,  and  to  assist  in  planning  and 
performing  our  examination  of  the  financial  statements.  Our  study  and  evaluation 
was  more  limited  than  would  be  necessary  to  express  an  opinion  on  the  system  of 
internal  accounting  control  taken  as  a  whole. 

The  management  of  the  Department  of  Administration  is  responsible  for  establishing 
and  maintaining  a  system  of  internal  accounting  control.   In  fulfilling  this 
responsiblity ,  estimates  and  judgements  by  management  are  required  to  assess 
the  expected  benefits  and  related  costs  of  control  procedures.   The  objectives 
of  a  system  are  to  provide  management  with  reasonable,  but  not  absolute  assurance 
that  assets  are  safeguarded  against  loss,  from  unauthorized  use  on  disposition, 
that  transactions  are  executed  in  accordance  with  management's  authorization  and 
recorded  properly  to  permit  the  preparation  of  financial  statements  in  accordance 
with  generally  accepted  accounting  principles. 

Because  of  inherent  limitations  in  any  system  of  internal  accounting  control,  errors 
or  irregularities  may  nevertheless  occur  and  not  be  detected.   Also,  projection 
of  any  evaluation  of  the  system  to  future  periods  is  subject  to  the  risk  that 
procedures  may  become  inadequate  because  of  changes  in  conditions  or  that  the 
degree  of  compliance  with  the  procedures  may  deteriorate. 

However,  our  study  and  evaluation  disclosed  the  following  conditions  that  we 
believe  result  in  more  than  a  relatively  low  risk  that  errors  or  irregularities 
in  amounts  that  would  be  material  in  relation  to  the  financial  statements  may  occur 
and  not  be  detected  within  a  timely  period. 

The  office  of  the  legislative  auditor  issued  a  report  on  review  of  the  computer 
services  facility  and  selected  application  for  the  State  of  Montana  for  the 
fiscal  year  ended  June  30,  1980,  dated  August  1980  this  report  stated  "a  critical 
weakness  exists  in  the  segregation  between  programmers  and  the  production  programs. 
There  are  no  centeralized  controls  ensuring  the  changes  to  production  programs 
are  authorized.   When  a  programmer  submits  a  change  to  production  control  personnel, 
these  individuals  assume  the  program  has  been  tested  and  authorized,  and  they  make 
the  change  in  the  program.   This  weakness  could  allow  a  programmer  to  make  unathorized 
changes  to  ai^  agency's  applications." 

This  condition  was  considered  in  determining  the  nature,  timing,  and  extent  of  the 

audit  tests  to  be  applied  in  our  examination  of  the  June  30,  1980  financial 

statements,  and  this  report  does  not  affect  our  report  on  these  financial  statements 
dated  September  22,  1980 
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APPOINTIVE  AND  ADMINISTRATIVE  OFFICIALS 


DEPARTMENT  OF  ADMINISTRATION 


TREASURY  DIVISION 


David  Lewis 


Director  of  the  Department  of 
Administration  and  "Ex  officio" 
State  Treasurer 


Vera  S.  Freseman 


Administrator ,  Treasury  Division 
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SUMMARY  OF  PRIOR  YEAR  REPORT 
RECOMMENDATIONS  AND  DISPOSITION 

We  have  reviewed  the  previous  audit  report  and  prepared  the  following  synopsis  of 
recommendations  and  their  disposition  as  of  June  30,  1980. 

1.  Recommendation ;   The  Employment  Security  Demand  accounts  be  removed  from 
the  Treasury  Division's  State  of  Cash  Position. 

Status:   There  were  not  any  changes  made  in  the  Treasury  Division's  Statement 
of  Cash  Position  during  fiscal  year  end  June  30,  1980. 

2.  Recommendation;   Close  all  Helena  bank  accounts  other  than  the  Northwestern 
Bank  account  and  the  Bond  and  Coupon  account  at  First  National  Bank. 

Status;   The  Treasury  has  not  closed  the  accounts,  they  are  monitoring  the 
accounts  closer  and  wire  transfers  are  made  on  a  daily  basis  to  bring  accounts 
to  a  set  compensating  balance.   We  think  the  Board  of  Investments  should 
set  a  policy  detailing  the  following; 

1.  The  use  of  treasury  bank  accounts  in  Helena  at  banks  other  than 

the  Northwestern  Bank  of  Helena  (the  state's  depository  per  contract). 

2.  The  status  of  compensating  balances  at  any  bank  other  than  the 
contract  bank. 

3.  Recommendation ;   Revision  of  the  report  for  outside  banks  separating  the 
banks  using  bank  statement  balances  from  the  banks  with  the  treasurers 
adjusted  balance. 

Status ;   No  changes  were  made  in  this  area,  the  reports  are  useful  to  the 
treasurer  as  they  are  prepared  and  are  consistely  prepared  the  same  way. 

4.  Recommendation ;   The  Treasury  Division  attempted  to  increase  the  number  of 
banks  for  which  a  treasurer  adjusted  balance  is  calculated. 

Status ;   This  was  done,  and  the  treasurer  adjusted  balance  is  calculated  on  all 
active  bank  accounts. 

5.  Recommendation :   The  Treasurer  should  establish  review  procedures  for  the 
reports  of  treasurers  adjusted  balance. 

Status;   The  treasury  increased  the  review  procedures  and  the  reports  were 
very  accurate. 

6.  Recommendat ion ;   Banks  outside  of  Helena  should  be  informed  that  the  use  of 
compensating  balances  has  been  discontinued. 

Status :   This  was  not  done,  but  the  use  of  compesating  balances  outside  of 
Helena  has  been  discontinued. 
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7.  Recommendations ;   The  number  of  banks  on  the  wire  transfer  system  be  reduced 
to  a  minimum. 

Status;   This  recommendation  was  accomplished. 

8.  Recommendation ;   Money  should  be  obtained  from  the  Universities  prior  to  the 
treasurers  remitting  the  money  to  the  fiscal  agents  for  bonds  and  coupons. 

Status;   Funds  were  received  from  the  Universities  prior  to  the  treasurers 
transmittal  to  the  fiscal  agents, 

9.  Recommendation ;   The  Treasury  Division  should  compare  the  amounts  maintained 
as  collateral  for  the  banks  to  the  cash  balances  maintained  at  the  banks. 

Status;   This  was  accomplished. 

10.  Recommendation ;   Mr.  Zimmerman's  work  be  reviewed  on  a  regular  basis  and 
other  employees  be  trained  in  the  collateral  area. 

Status;  The  Treasury  Division  trained  an  employee  in  this  area  but  in 
June  1980  the  employee  and  two  others  left.  The  division  will  train  a 
backup  in  this  area  as  soon  as  possible. 

11.  Recommendation ;   We  recommend  bearer  instruments  for  contractors  deposits 
be  kept  in  the  valut  with  controlled  acess. 

Status;   The  tub  with  the  contractos  deposit  was  removed  from  the  valut 
only  when  needed  for  updating.   We  would  like  to  see  the  bearer  instruments 
kept  in  the  valut  at  all  times. 

12.  Recommendation :   We  recommend   another  employee  be  trained  to  handle  the 
contractors  deposits  and  the  Treasury  Division  establish  procedures  for 
review  of  the  work  performed  in  this  area. 

Status;   The  Treasury  Division  did  train  an  employee  in  this  area,  however 
the  employee  quit  prior  to  June  30,  1980.   The  administrator  plans  to  train 
an  employee  in  this  area  again. 

13.  Recommendation ;   The  SBAS  report  be  changed  to  show  total  deposits  on  hand 
by  contractor . 

Status:   This  was  not  done  since  the  treasury  felt  the  "by  date"  basis  was 
the  easiest  method  to  work  with. 

14.  Recommendation ;   The  agency  must  insure  the  State  of  Montana  is  listed  as  an 
owner  of  the  certificates  of  deposit  used  for  contactors  deposits. 

Status;   Two  certificates  of  deposit  were  found  during  the  audit  that  failed 
to  list  the  State  of  Montana  as  owner.   We  recommend  that  the  division  be 
extra  careful  in  checking  the  ownership  on  new  projects  and  on  substitue 
certificates. 

15.  Recommendation ;    The  transaction  date  on  collection  reports  should  be  the 
date  of  deposit. 

Status;  The  transaction  dates  were  changed  by  the  treasurer  to  be  the 
date  received  by  the  division.  This  made  it  easier  to  find  documents  on 
SBAS. 
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16.  Recommendation:   Montana  State  University  should  only  change  bank  accounts  on  a 
yearly  basis  instead  of  monthly. 

Status;   Montana  State  University  still  changes  bank  accounts  on  a  monthly 
basis. 

17.  Recommendation ;   The  program  used  by  Montana  State  University  to  record 
collection  reports  be  revised  to  show  amount  of  deposit  to  the  bank  account. 

Status :   The  program  was  not  changed. 

18.  Recommendation ;   Collection  reports  should  be  sent  to  the  treasury  on  a 
current  basis. 

Status:   Collection  reports  were  received  on  a  timely  basis  during  fiscal 
year  ended  June  30,  1980. 

19.  Recommendation :   Montana  State  University  be  required  to  deposit  directly 
to  a  treasury  account. 

Status:   Montana  State  still  deposits  to  a  non-treasury  account. 
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CURRENT  YEAR  RECOMMENDATIONS 
A.   Cash  in  Demand  Accounts 

1.  Contract  with  Northwestern  Bank 

Northwestern  Bank  was  awarded  the  State's  business  for  five  years  beginning 
July  1,  1978  per  a  bid  accepted  by  the  Board  of  Investments.   The  bid  required 
that  the  state  maintain  a  compensating  balance  of  $3,200,000  in  exchange  for  the 
banks  services  in  clearing  all  state  items.   During  the  year  the  treasurer's 
office  has  many  problems  with  the  sorting  of  state  warrants  and  the  number  of 
rejected  warrants.   We  understand  this  is  due  to  the  state's  use  of  punch  readers 
instead  of  magnetic  readers  employed  by  banks.   The  difference  leads  to 
problems  since  the  warrants  must  be  coded  using  both  media,  however  the  card 
is  not  quite  large  enough  to  accomodate  this  and  meet  all  the  specifications. 

Recommendation :   We  recommend  that  the  state  determine  the  feasibility  of 
purchasing  or  leasing  a  sorter.   From  the  bid  it  appears  that  the  bank  is 
requiring  $484,000  in  a  compensating  balance  to  provide  this  service.   In 
addition  to  the  actual  dollar  costs  the  quality  of  the  job  in  terms  of 
timelness  of  the  work  and  the  quality  of  the  sorting   should  be  considered. 

2.  Montana  State  University  Deposits  to  Non-Treasury  Accounts 

As  noted  in  the  prior  year  report  summary,  Montana  State  University  is  not 
depositing  directly  to  a  treasury  bank  account;  we  feel  this  is  in  direct 
conflict  with  17-6-105  MCA  1979. 

Recommendation;   Montana  State  University  should  deposit  directly  to  a 
treasury  bank  account.   Additionally,  we  think  the  uncleared  collection 
account  could  be  used  until  they  have  balanced  the  receipts. 

3.  Controls  for  Form  273  -  Direct  Bank  Debits  and  Wire  Transfers 

There  has  been  significant  increases  in  recent  years  in  the  use  of  wire 
transfers  to  move  funds  from  one  source  to  another.   The  treasurer  is  using 
more  wire  transfers  for  a  wider  variety  of  reasons  every  year.   In  prior  years 
they  were  used  mostly  to  transfer  funds  from  one  treasury  account  to  another, 
now  they  are  being  used  to  pay  social  security,  Aetna,  and  transfer  funds  to 
non-treasury  accounts.   The  statewide  accounting  system  provides  for  control 
and  division  of  duties  in  the  warrant  system  but  does  not  appear  to  in  the  area 
of  wire  transfers.   Agencies  requesting  wire  transfers  did  so  using  three 
different  methods,  i.e.  letters,  phone  calls  and  form  273. 

Recommendation :   We  recommend  that  the  Department  of  Administration  work  with 
the  banks  in  establishing  controls  in  the  area  of  wire  transfers  including  a 
division  of  duties. 
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B.  Collateral  Investments 

The  Treasurers  Office  is  responsible  under  the  direction  of  the  Board  of 
Investments  to  deposit  public  moneys  into  solvent  banks,  building  and  loan 
associations  and  savings  and  loan  associations  located  in  the  state.  All 
deposits  in  excess  of  the  amount  insured  by  the  Federal  Deposit  Insurance. 
Corporation  shall  be  collaterized  by  securities  having  a  market  value  at  least 
equal  to  50%  of  the  amount  of  the  deposits  so  insured.   The  1979 
changed  the  pledging  requirements  and  allowed  the  State  Treasurer  to  accept 
mortgages  and  trust  indentures  for  state  funds.   The  State  Treasurer  has  set 
adequate  procedures  for  pledging  the  mortgages  and  for  reporting  on  their 
balances  on  a  quarterly  basis.   On  the  collateral  securities  report  the 
treasurers  office  is  recording  each  individual  mortgage  pledged  by  an 
instituition.   One  savings  and  loan  had  over  100  mortgages  pledged.   The 
balances  on  these  loans  is  changing  on  a  monthly  basis  which  would  require 
extensive  work  to  change  the  report  after  each  quarterly  reporting  period. 
The  institution  is  required  to  file  a  quarterly  report  listing  each  mortgage 
and  the  balance. 

Recommendation ;   We  recommend  that  the  treasurers  office  record  a  total  on 
the  collateral  securities  report  of  the  mortgages  pledged  by  an  institution 
using  the  reports  provided  by  the  financial  institution.   This  would  allow  the 
market  values  and  principle  to  be  updated  easily.   When  a  quarterly  report  is 
filed  only  one  item  would  require  a  change  instead  of  100  items. 

C.  Contractors  Deposit 

The  Treasury  Division  accepts  securities  from  contractors  performing  state 
and  municipal  construction  projects  in  lieu  of  retainage  provisions  in  the 
construction  contract  (18-1-301  (b)  18-1-202  MCA  1979). 

Recommendation ;   As  of  June  30,  1980  there  were  two  or  three  deposits  that 

had  been  held  in  trust  for  at  least  five  years,  we  recommend  that  the  awarding 

agencies  either  refund  the  deposit  and/or  deduct  amounts  due  to  the  state 
under  the  retainage  provisions. 

D.  Collection  Reports 

1.  Deposits  from  Secretary  of  State 

A  deposit  from  the  Secretary  of  State  on  June  30,  1980  included  several  checks 
dated  April  15,  1980. 

Recommendation ;  The  Secretary  of  State  must  attempt  to  deposit  funds  on  a 
timely  basis. 

2.  County  Collection  Reports 

Section  15-1-504,  MCA  1979,  states  that  "the  county  treasurer,  between  the 
first  and  20th  days  of  each  month  must  remit  to  the  state  treasurer  all 
moneys  belonging  to  the  state  which  were  collected  by  such  treasurer  during 
the  preceeding  month,  and  for  all  such  moneys  collected  by  him  and  not  remitted 
by  him  shall  pay  interest  at  the  rate  of  10%  per  annum". 
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We  noted  that  the  treasurer  has  not  received  any  interest  from  late  reports, 

however,  we  noted  that  the  two  months  reports  we  checked  there  were  late 

reports  for  each  month.   The  interest  that  should  have  been  charged  for  the 
late  reports  for  these  months  totaled  $1,410.50. 

Recommendation ;   We  recommend  that  the  treasurer  collect  the  interest  due  on 
the  county  collection  reports.   We  think  that  in  interest  of  good  relations 
the  counties  should  be  warned  of  the  change  in  the  policy  prior  to 
implementat  ion . 

In  Conclusion 

We  wish  to  thank  the  employees  fo  the  treasury  division  for  there  assistance 
and  cooperation  during  the  audit. 
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STATE  OF  MONTANA 

DEPARTMENT  OF  ADMINISTRATION 

TREASURY  DIVISION 

THOMAS  L.  JUDGE,  GOVERNOR 


David  M.    Lewis, 

X»%CSX£N}fiiitti  Director 
&  Ex  Officio  State  Treasurer 


Vera  S.  Freseman 
Administrator,  Treasury  Division 


MITCHELL  BUILDING 
HELENA,  MONTANA   59601 


October  9,  1980 


De  Vries  and  Morgan 

P.O.  Box  216 

Helena,  Montana   59601 


Dear  Pat: 


In  accordance  with  your  request,  we  have  reviewed  the  report  of  the  audit  of  the 
Treasury  Division  of  the  Department  of  Administration  and  submit  the  following 
response  to  the  recommendations  contained  in  the  report. 

A.    Cash  in  Demand  Accounts 

1 .   Contract  with  Northwestern  Bank 

Northwestern  Bank  was  awarded  the  State's  business  for  five  years 
beginning  July  1,  1978  per  a  bid  accepted  by  the  Board  of  Investments. 
The  bid  required  that  the  state  maintain  a  compensating  balance  of 
$3,200,000  in  exchange  for  the  banks  services  in  clearing  all  state 
items.   During  the  year  the  Treasurer's  Office  had  many  problems 
with  the  sorting  of  state  warrants  and  the  number  of  rejected 
warrants.   We  understand  this  is  due  to  the  state's  use  of  punch 
readers  instead  of  magnetic  readers  employed  by  banks.   The  difference 
leads  to  problems  since  the  warrants  must  be  coded  using  both  media, 
however  the  card  is  not  quite  large  enough  to  accommodate  this  and 
meet  all  the  specifications. 

Recommendation:  We  recommend  that  the  state  determine  the  feasibility 
of  purchasing  or  leasing  a  sorter.   From  the  bid  it  appears  that  the 
bank  is  requiring  $484,000  in  a  compensating  balance  to  provide  this 
service.   In  addition  to  the  actual  dollar  costs  the  quality  of  the 
job  in  terms  of  timelness  of  the  work  and  the  quality  of  the 
sorting  should  be  considered. 

Response:   We  concur.   See  exhibit  A  attached. 
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2.  Montana  State  University  Deposits  to  Non-Treasury  Accounts 

As  noted  in  the  prior  year  report  summary,  Montana  State  University 
is  not  depositing  directly  to  a  treasury  bank  account;  we  feel  this 
is  in  direct  conflict  with  17-6-105  MCA  1979. 

Recommendation;  Montana  State  University  should  deposit  directly 
to  a  treasury  bank  account.  Additionally,  we  think  the  uncleared 
collection  account  could  be  used  until  they  balance  the  receipts. 

Response:  We  concur.   We  will  continue  to  work  with  MSU.   They  have 
been  very  cooperative  in  assisting  us  in  making  timely  transfers 
from  their  accounts  to  the  treasurers  account. 

3,  Controls  For  Form  273  -  Direct  Bank  Debits  and  Wire  Transfers 

There  has  been  significant  increases  in  recent  years  in  the  use  of 
wire  transfers  to  move  funds  from  one  source  to  another.   The 
Treasurer  is  using  more  wire  transfers  for  a  wider  variety  of  reasons 
every  year.   In  prior  years  they  were  used  mostly  to  transfer  funds 
from  one  treasury  account  to  another,  now  they  are  being  used  to  pay 
Social  Security,  Aetna,  and  transfer  funds  to  non-treasury  accounts. 
The  statewide  accounting  system  provides  for  control  and  division 
of  duties  in  the  warrant  system  but  does  not  appear  to  in  the  area 
of  wire  transfers.   Agencies  requesting  wire  transfers  did  so  using 
three  different  methods,  i.e.  letters,  phone  calls  and  Form  273. 

Recommendation:  We  recommend  that  the  Department  of  Administration 
work  with  the  banks  in  establishing  controls  in  the  area  of  wire 
transfers  Including  a  division  of  duties. 

Response:  We  do  not  feel  that  this  is  a  problem.   However,  we  will 
research  and  study  the  area  and  take  all  the  security  measurers 
possible  to  prevent  any  misuse  or  lack  of  responsibility.   It  is  a 
safe  and  fast  way  to  transfer  money  and  we  feel  it  should  be  used 
to  its  full  capacity. 


B.    Collateral  Investments 


The  Treasurers  Office  is  responsible  under  the  direction  of  the  Board 
of  Investments  to  deposit  public  monies  into  solvent  banks.  Building 
and  Loan  Associations  and  Saving  and  Loan  Associations  located  in 
the  state.   All  deposits  in  excess  of  the  amount  Insured  by  the  Federal 
Deposit  Insurance  Corporation  shall  be  collaterized  by  securities 
having  a  market  value  at  least  equal  to  50%  of  the  amount  of  the 
deposits  so  Insured.   The  1979  Legislature  changed  the  pledging 
requirments  and  allowed  the  State  Treasurer  to  accept  mortgages  and 
trust  indentures  for  state  funds.   The  State  Treasurer  has  set 
adequate  procedures  for  pledging  the  mortgages  and  for. reporting  on 
their  balances  on  a  quarterly  basis.    On  the  collateral  securities 
report  the  Treasurers  Office  is  recording  each  individual  mortgage 
pledged  by  an  institution.    One  savings  and  loan  had  over  100 
mortgages  pledged.   The  balances  on  these  loans  are  changing  on  a 
monthly  basis  which  would  require  extensive  work  to  change  the  report 
after  each  quarterly  reporting  period.   The  institution  is  required 
to  file  a  quarterly  report  listing  each  mortgage  and  the  balance. 
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Recommendation:   We  recommend  that  the  Treasurers  Office  record  a 
total  on  the  collateral  securities  report  of  the  mortgages  pledged 
by  an  institution  using  the  reports  provided  by  the  financial 
institution.   This  would  allow  the  market  values  and  principle  to 
be  updated  easily.   When  a  quarterly  report  is  filed  only  one  item 
would  require  a  change  instead  of  100  items. 

Response:   We  concur  and  have  already  implemented  the  above 
recommendation . 


CONTRACTORS  DEPOSIT 

The  Treasury  Division  accepts  securities  from  contractors  performing 
state  and  municipal  construction  projects  in  lieu  of  retainage 
provisions  in  the  construction  contract  (18-1301  (b)  18-1-202 
MCA  1979). 

Recommendation:   As  of  June  30,  1980  there  were  two  or  three  deposits 
that  had  been  held  in  trust  for  at  least  five  years,   we  recommend 
that  the  awarding  agencies  either  refund  the  deposit  and/or  deduct 
amounts  due  to  the  state  under  the  retainage  provisions. 

Response:   We  concur  and  the  Highway  Department  has  taken  action  on 
this.   See  exhibit  B  attached. 

Collection  Reports 

1 .  Deposits  from  Secretary  of  State 

A  deposit  from  the  Secretary  of  State  on  June  30,  1980  included  several 
checks  dated  April  15,  1980. 

Recommendation:   The  Secretary  of  State  must  attempt  to  deposit  funds 
on  a  timely  basis. 

Response:   We  concur.   See  exhibit  C  attached. 

2.  County  Collection  Reports 

Section  15-1504,  MCA  1979,  states  that  "the  County  Treasurer,  between 
the  first  and  20th  days  of  each  month  must  remit  to  the  State 
Treasurer  all  monies  belonging  to  the  state  which  were  collected  by 
such  Treasurer  during  the  preceeding  month,  and  for  all  such  monies 
collected  by  him  and  not  remitted  by  him  shall  pay  interest  at  the 
rate  of  10%  per  annum".  We  noted  that  the  Treasurer  has  not  received 
any  interest  from  late  reports,  however,  we  noted  that  the  two  months 
reports  we  checked  there  were  late  reports  for  each  month.   The 
interest  that  should  have  been  charged  for  the  late  reports  for  these 
months  totaled  $1,410.50. 

Recommendation:   We  recommend  that  the  Treasurer  collect  the  interest 
due  on  the  county  collection  reports.   We  think  that  in  interest  of 
good  relations  the  counties  should  be  warned  of  the  change  in  the 
policy  prior  to  implementation. 
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Response:   We  concur.   See  exhibit  D  and  also  letter  attached  from 
Toole  County. 


^^  k  ,U^^ 


David  M.  Lewis 
Executive  Director 
Department  of  Administration 
State  Treasurer 


(j/JuJfA 


'A&7ft^^  rff  ., 


Vera  S.  Freseman 

Administrator 
Treasury  Division 
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Vrra  f^.  jFrrarman 


Office  of  i\\t 

iiH^na,  i9iontana  59601 

October  7,  1980 


Mr.  E.H.  Jasmin,  President 
Northwestern  Bank  of  Helena 
Helena,  Montana 


Dear  Mr.  Jasmin; 


I  have  recieved  a  review  of  the  audit  of  the  State  Treasurer's  office 
which  was  preformed  by  the  accounting  firm  of  DeVries  and  Morgan  for  the 
fiscal  year  ending  June  30,  1980. 

Reference  is  made  to  the  man-hours  expended  by  my  office  in  the  processing 
of  errors  concerning  the  returned  state  warrants.   As  we  have  had  several 
meeting  concerning  this  very  problem  in  the  past  year  I  would  like  to  incorporate 
your  reply  to  this  matter  in  my  response  to  the  audit. 

Thank  you  for  your  prompt  attention. 


Sincerely  yours. 


Vera  S.  Freseman 
Administrator 
Treasury  Division 


VSF/mf 
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STATE  OF  MONTANA 

DEPARTMENT  OF  ADMINISTRATION  ..n,*^;:22-4^-^il2::ii_>>-r:iA^ 


TREASURY  DIVISION  \Smm l^WW&P 

THOMAS  L.  JUDGE,  GOVERNOR  jliUiV-^'jii-'i-iJ^.  'i^JiUiLyluSv-^Ji'tf^ 


B 


September  30,  1980 


Jack  C.  Grosser,  Director  Vera  S.  Freseman  MITCHELL  BUILDING 

&  Ex  Officio  State  Treasurer  Administrator,  Treasury  Division  HELENA,  MONTANA  59601 

Department  of  Highways 

Attn:  Mr.  Prebil, Chief  of  Accounting  Bureau 

Room  203,  Highway  Building 

2701  Prospect  Ave, 

Helena,  Montana  59601 

Dear  John: 

In  the  audit  report  of  the  State  Treasury  the  area  of  contractors  retainage  on  public 
projects  has  come  under  review.  We  currently  hold  for  the  Department  of  Highways  the 
following  4  projects  for  your  consideration. 

#  00662  Skinner  Enterprises  $  10,600.00     Various  projects  5  years  old 
//  00718  Washington  Construction       $  10,000.00     Two  highway  projects 

#  00772  Schultz  and  Meyer  Construction  -$  10,000.00     Two  highway  project 

#  00773   "     "    "      "       Above  cd  covers  this  project  also.  There  is 
about  a  $  4,000.00  excess  not  currently  pledge  to  any  project,  on  the  $  10,000.00  cd. 

The  June  I98O  audit  of  the  State  Treasury  recommends  the  following  for  the  above  projects: 

Devries  and  Morgan  CPA  accounting  firm  recommend  that  the  awarding  agencyC  Department  of 
Highways)  either  refund  the  deposit  and  /  or  deduct  amounts  due  to  the  state  under  the 
retainage  provisions.  (I8-I-3OI  (b)  18-1-202  MCA  1979) 

Also  enclosed  are  serveral  photo  copies  of  letters  and  cds  currently  held  on  the  projects 
above.  They  should  help  you  break  down  the  status  of  each. 

John,  please  take  the  needed  action  against  the  above  contractors  to  climate  the  problem 
we  now  have  in  this  retainage  area. as  soon  as  possible.  Also  please  send  a  written 
response  to  the  audit  report  as  to  the  status  of  each. 

Yours  truly. 

Vera  S.  Freseman 
Administrator 

ENC: 

cc:  Files 
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THOMAS    L    JUDGE 

GOVERNOR 


STATE  OF  MONTANA 

DEPARTMENT  OF  HIGHWAYS 


HELENA,  MONTANA  59601 

December  18,  1975 


H  J  ANDERSON 

DIRECTOR    OF    HIGHWAYS 


IN    REPLY     REFER    TO 


21-JLP 

Fl  172 
I  15-7 
F9999 


Release  of  Securities 
-(61)  23.^v  I  315-5  (8)  272 
(19), I  15-6  (18)  291 
(17)  323,TUri69.1(10>, 
(63),  T  9052  (U), 


C-F  9999  (7),'  F  238  (12),  CJF  77^(1) 
C\  .90-jZi3.Ql.JXCl3^'    and 
O«,90" 3.  X3 3 )  Jhi ,  ■  Un  i  t  I 

Hoi  1 i  s  G.  Connors 

State  Treasurer 

Capitol  Station 

Helena,  MT  59601 

Dear  Madam: 

During  the  construction  period  of  the  above  numbered  projects,  the 
contractor.  Skinner  Enterprises,  Helena,  Montana,  deposited  certain  obligations 
with  the  Treasurer  of  the  State  of  Montana  having  a  par  value  of  $75,000.00. 

These  deposits  were  made  under  the  provisions  of  Chapter  19^,  1969  Session 
Laws,  so  as  to  entitle  the  contractor  to  receive  a  release  of  the  retained  amounts 
being  held,  pending  completion  of  the  contracts. 

Construction  on  the  projects  has  now  advanced  to  a  stage  where  our 
engineers  recommend  that  the  securities  presently  on  deposit  be  returned  to  the 
contractor  when  a  new  pledge  of  secur  i  t  ijes  havi  nq  a  par  value  of  $10^00.00  is 
received  by  you.   This  r^ommen  da  t  ion  is  hereby  approved  by  thi  s  office.   When 
the  new  pledge  is  received  by  you,  it  is  requested  that  it  be  pledged  to  projects 
as  follows:   I  15-5  (61)  23^-$'*  ,650.00,' UF  269  (10)-$50.00,  F  9999  (7)-$300.00, 
I  90-7  (30)  377,  Unit  l-$3,600.00  and  I  90-3  (33)  l'*3,  Unit  l-$2,000.00. 


Very  truly  yours, 

H.  J.  ANDERSON 
Director  of  Highways 


By 


Adr 


JLP 

RC 

'           Centralized   Services    Div 

cc: 

Skinner   Enterprises 
Construction    Division 

GEORGE    VUCiNOVICH    cxaih.l, 

HCLCN> 

SNER  „ct   c 

H.mxN                     G    R    COONEY 

P  L    B4CHELLER 

■"'■■     '^T^rp"' 
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THOMAS   L   JUDGE 

GOVERNOR 


STATE  OF  MONTANA 


'' DEPARTMENT  OF  HIGHWAYS 


■e— •tw'SaHuii.-JWm-  •*« 


HELENA,  MONTANA  59601 
July  12,  1976 


H  J  ANDERSON 

DIRECTOR    OF    HIGHWAYS 


IN    REPLY     REFER    TO 


21-JLP 
I  90-1  (50)  16  U-1 
I  90-1  (52)  11  U-1 
DeBorgia  East  S  West 
&  Saltese  -  Haugan 


Hoi  1 i  s  G.  Connors 
State  Treasurer 
Capitol  Station 
Helena,  MT.   59601 

Dear  Madam: 

During  the  construction  period  of  the  subject  project,  the 
contractor,  Washington  Construction  Company,  Missoula,  Montana, 
deposited  certain  obligations  with  the  Treasurer  of  the  State  of 
Montana  having  a  par  value  of  $276,000.00. 

These  deposits  were  made  under  the  provisions  of  Chapter  ]3k, 
1969  Session  Laws,  so  as  to  entitle  the  contractor  to  receive  a  release 
of  the  retained  amount  being  held,  pending  completion  of  the  contract. 

The  construction  on  the  project  has  now  advanced  to  a  stage 
where  our  engineers  recommend  that  the  securities  presently  on 
deposit  be  returned  to  the  contractor  when  a  new  pledge  of  securities, 
having  a  value  of  at  least  $76,000.00  is  made.   This  Recommendation 
is  hereby  approved  by  this  office. 


Very  truly  yours, 


H.  J.  ANDERSON 
Director  of  Highways 


■7     John  L.  jJrebil  -  Administrator 
Y      Centralized  Services  Division 


JLP:RWC:nw 

cc:   Washington  Construction  Co. 
Construction  Bureau 


G  R  COONEY 


BAXTER  LARSON 


(22) 


CONSTRUCTION  COMPANY,  Billings,  Montana 

2210  Old  Hardin  Road     P.  O.   Box  1417     Ph.  (406)  245-6389 
Billings,   Montana  59103 

Gept.     3,      IV?^-- 


Hollis  G,    Honnors 
St.ntc   'f'ren  surer 
>,  I'itol  StntJon 
Ilelenr. ,    Hont.-'na     59i^C'l 


Dcp.r   "h-iam: 


PlU:   Security  Deposits 


At  the  present  time  we  have  the  follov/inn;   Certificates  fif  Ocix^sit  held 
by  vour  office  in  lieu  of  retaii^^-re. 


CD  v^.psr^ 

CD  1953^^ 


First  t'ation-^].   '^snl: 
First  national   Hank 


•:aOCi,(Cf'.00 
10.(  ('('.("0 


;'110,()f  O.IXJ 
Our  records   shov/  they  are  dej^osited  on  the  follov/in'    projects; 


I   15-^(2?^)    113  Shelby 

I  15-6(15)297   10.  Dutton 

"nencujnbered 


15,000.0C; 

5,000.00 
'^(.i,  000.00 


rll0,0O0.00 


V'e  wish  to  use  the  unemcumbered  portion  to  cover  the  cash  reta.iaage 
beinn;  he]  1  .-"^ta.inst  the  Shelby  job,    I  15-B(2'^)    "3,   thereby  re]e=>.sing  the 
;'-59,400  beinR:  held. 

I  15-B(2G)   113                     Shelby            ,i;l05 ,000,00 
I  15-6(15)297   10.  Dutton 5,0(  O.CO 


:;-110,000.00 
Vor^/-  tru]y  yours, 
llKY'Zr   COi'oT.    CO. 

"ruce  I'oiison 
Vice  President 


CrVi^VK. 


BRANCH  OFFICE: 
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STATE  OF  MONTANA 

DEPARTMENT  OF  HIGHWAYS 


1       <■! 


HELENA,  MONTANA  59601 

Nov.  8,  1976 


H  J  ANDERSON 

DIRECTOR    OF    HIGHWAYS 


IN    REPLY     REFER    TO 

21-JLP 
I    15-8    (28)    3'^3   U-3 
Toole   County    Line   No. 

Hoi  1 i  s  G.  Connors 
State  Treasurer 
Capitol  Station 
Helena,  MT  59601 

Dear  Madam: 

During  the  construction  period  of  the  subject  project,  the  contractor, 
Meyer  Construction  Company,  Billings,  Montana,  deposited  certain  obligations 
with  the  Treasurer  of  the  State  of  Montana. 

These  deposits  were  made  under  the  provisions  of  Chapter  19^,  1969 
Session  Laws,  so  as  to  entitle  the  contractor  to  receive  a  release  of  the 
retained  amount  being  held,  pending  completion  of  the  contract. 

The  construction  on  the  project  has  now  advanced  to  a  stage  where  our 
engineers  recommend  that  the  securities  presently  on  deposit  may  be  returned 
to  the  contractor  when  a  new  pledge  of  securities,  having  a  value  of  at 
least  $1,000.00  is  made.   This  Recommendation  is  hereby  approved  by  this 
office. 


Very  truly  yours, 

H.  J.  ANDERSON 
Director  of  Highways 


^e 


By 


a^<i^Lu/ni< 


John    L.l/Prebi  1  ,    Administrator 
Centralized   Services    Division 


JLP:RWC:nw 

cc:      Meyer  Construction  Company 
Construction  Bureau 

GEORGE    VUCflNOVICH    ch 
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BAXTER    LARSON 


Brra  &.  IFrrarman 
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i>tat0  of  moniana 

Office  of  tl]c 

HeUna,  iMontana  59601 


October  2,  1980 


Mr.  Leonard  C,  Larson,  Chief  Deputy 
Office  of  Secretary  of  State 
Capitol  Building,  Helena 


Dear  Leonard: 


In  the  current  year  audit  of  our  office  under  the  heading  of  collection 
reports,  this   reconunendation  was  made: 

D.   Collection  Reports 

1 .   Deposits  from  Secretary  of  St^te 

A  deposit  from  the  Secretary  of  State  on  June  30,  1980  included  several 
checks  dated  April  15,  1980. 

Recommendation:  The  Secretary  of  State  must  attempt  to  deposit  funds  on 
a  timely  basis. 

I  would  appreciate  it  very  much  if  you  would  respond  to  this  recommendation. 
Your  collection  reports  are  always  very  accurate  and  timely  and  I  am  sure  there 
must  be  extenuating  circumstances  in  this  instance. 

Thank,  you  as  always  for  your  prompt  attention. 

Sincerely  Yours, 


Ui^ 


Vera  S.  Freseman 
Administrator 


VSF/mf 
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Department  of  Administration 

VERA  S.  FRESEMAN,  i/ 

A  ,    ...    .  September   30,    1980 

Administrator  ^ 

Treasury  Division 

CURRENT  YEAR  RECOMMENDATIONS  OF  OUR  AUDIT  REPORT 

FOR  YEAR  ENDING  JUNE  30,  1980. 

D.  2.   County  Collection  Reports 

Section  15-1-504,  MCA  1979,  states  that  "the  county 
treasurer,  between  the  first  and  20th  days  of  each  month 
must  remit  to  the  state  treasurer,  all  moneys  belonging 
to  the  state  which  were  collected  by  such  treasurer 
during  the  preceeding  month,  and  for  all  such  moneys 
collected  by  him  and  not  remitted  by  him  shall  pay 
interest  at  the  rate  of  10%  per  annum". 

We  noted  that  the  treasurer  has  not  received  any  interest 
from  late  reports,  however,  we  noted  that  the  two  months 
reports  we  checked,  there  were  late  reports  for  each 
month.   The  interest  that  should  have  been  charged  for  the 
late  reports  for  these  months  totaled  $1,410.50. 

Recommendation:   We  recommend  that  the  treasurer  collect 
the  interest  due  on  the  county  collection  reports.   We 
think  that  in  interest  of  good  relations  the  counties 
should  be  warned  of  the  change  in  the  policy  prior  to 
implementation. 

The  above  audit  recommendation  will  be  implemented  by  this 
office  October  1,  1980,  effecting  September  1980  county 
collection  reports. 


Vera  S.  Freseman,  Administrator 


rOMSHERRARD.Chair,n.„                                                                 JTmB  I     ^  ^  ^    tenT^       I  VIVIAN  S.  HALL.  Clerk  of  Court 

j.G.  GOTTFRIED.  Con,mi„ioner                                                        #  WH     g  §  gl    Pi  ]  ^           1  ^  ^^^"^  ^'  ^''^''^'  ''""""' 

JOHN  G.  NESBO.  Comm.ss.oner                                                        ^  jL  I  JglWirrTrJ  W  l  It   ^^  ^  ^^^^  ^   BONDERUD.  A,se«or 

RAE  V.  KALBFLEISCH.  Attorney                                                    l^t^f^^f^^if^^^J^^  THELMA  0.  ROBERTSON.  Co,  Supt. 

ELIZABETH  MUNSON.  Clerk  and  Recorder                                                                                                    '    -.t^-J  JERRY  MURRAY.  Coroner 

JOHN  L.  BROOKS.  Shenff                                                 C  □  M  N  TV       C]  F      T  C]  D  L  E!                 ""  '   J ACQUEMART.  Public  Administrator 

*"*  *"^  '^  INI        I          l-J                   I     I— J  I— i  JAMES  C.  FARRAR.  Justice  of  the  Peace 

SHELBY.   MONTANA 

October  8,  1980 

Vera  S.  Freseman 

Department  of  Administration 

Treasury  Division  ezj 

Helena,  Mont.   59601  .;,.    3 

RE:  COUNTY  COLLECTION  REPORTS  .::':■■   "' 

Dear  Ms.  Freseman,  '_'.[..   .   .o 


In  reference  to  your  letter  of  9-30-1980  received  on  this  date  regarding nSectioit- 
15_1_504  MCA  1979,  please  note  the  following:  ■ 

In  the  first  place  it  is  impossible  for  all  reports  to  be  in  this  office  and 
balanced  by  5:00  p.m.  the  last  working  day  of  each  month.  If  we  waited  for  all 
reports  to  be  in  our  office  we  would  be  unable  to  balance  out  our  monies,  etc, 
with  the  Clerk  and  Recorder  before  five  on  the  last  day.   It  seems  to  me  that 
the  State  of  Montana  is  being  "picky".  After  all,  we  collect  all  monies  and 
remit  same  to  the  State  without  any  compensation  or  expense  to  the  State. 
Where  else  could  you  employ  a  collection  agent  for  nothing? 

In  the  small  coamties  such  as  o^^rs,  the  Justice  of  the  Peace  is  a  part  time  job. 
In  our  county  he  is  paralytic  completely  confined  to  a  i^dieel  chair  and  has  a 
part  time  secretary.   In  such  cases,  it  is  comendable  that  you  get  any  money  at 
all.  His  reports  are  always  reported  the  following  month  and  there  is  no  way  I 
am  going  to  change  this  procedure. 

Also  in  some  cases  the  Department  of  Revenue  is  directly  responsible  for  the 
reports  being  late.  When  the  levies  aren't  reported  on  time  by  the  State,  I 
have  never  heard  of  that  department  being  asked  to  pay  interest  for  the  monies 
they  have  held  back  due  to  late  reports. 

RECOMMENDATION:   I  recommend  that  the  State  of  Montana  take  a  good  look  at  the 
work  the  county  treasiirers  do  for  them  and  the  amount  of  money  remitted  each 
month  on  the  collection  reports.  Also  take  a  good  look  at  our  present  motor 
vehicle  system.  Also  take  a  look  at  the  inheritance  tax  work,  the  cigarette  tax 
work,  food  stamp  work  and  many  other  problems  we  face.  Then  look  up  and  say 
THANK  YOU  GOD  for  the  county  treasiirers,  we  couldn't  do  a  very  good  job  without 
their  cooperation. 


Thank  you  for  any  assistance  regarding  this  problem. 


I 


Very  truly  yours , 

Mary  E/  Svare 

Toole  County  Treasurer 


(2^) 


1^.  <©.  ?Box  216 
JH^i^na,  mt.  53601 


i£fitahlifil|iejb  1977 


406  442-7S50 


September  30,  1980 


Thomas  E.  Nopper 
Director  of  Administration 
Montana  State  University 
Bozeman,  Montana    59717 

Dear  Mr.  Nopper: 


We  have  just  completed  the  dra£t  audit  report  for  the  Montana  Department 
ot  Administration,  Treasury  Division.   A  recoiranendation  appears  in  the 
report  which  requests  that  MSU  deposit  funds  directly  to  a  treasury  account, 
I  have  enclosed  a  copy  of  the  recommendation  as  it  appears  in  the  report. 

In  accordance  with  our  audit  contract  we  are  requesting  that  you  reply  to 
the  recommendation.   Additionally,  we  must  receive  your  response  by 
October  10,  1980  to  enable  us  to  include  it  in  the  final  report. 

Thank  you  for  your  cooperation. 


Sincerely, 

Pat  DeVries 

DeVries  &  Morgan 

Certified  Public  Accountants 
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NORTHWESTERN  BANK  D1£SS= 

350  North  Last  Chance  Gulch  DANCU 

Helena,  Montana  59601 

406/442-5050 


October  10,  1980 


Vera  S.  Freseman,  Administrator 

Treasury  Division 

State  of  Montana 

Mitchell  Building,  Room  175 

Helena,  MT    b9601 

Dear  Vera: 

Thank  you  for  your  letter  of  October  7,  1980,  and  the  reference 
to  your  recent  audit  conducted  by  the  firm  of  DeVries  &  Morgan. 
I  am  confident  we  can  correct  the  problems  experienced  by  your 
staff  in  processing  returned  state  warrants. 

One  of  the  major  problems  stems  from  the  very  low  placement  of  the 
MICR  band  on  the  warrants.  It  is  not  uncommon  to  have  a  25%  reject 
of  these  warrants  through  the  first  computer  run.  The  reject 
problem  can  be  improved  greatly  by  redesigning  the  MICR  band  to 
adhere  to  ABA  standards.  Attached  are  diagrams  showing  our  recom- 
mendations for  the  MlCR  band  on  all  future  warrants.  We  will  be 
happy  to  work  with  you  in  making  this  correction. 

We  also  suggest  that  there  be  strict  uniformity  and  quality  control 
standards  monitored  through  the  State  Purchasing  Division.  There 
have  been  many  problems  relating  to  the  quality  and  MICR  printing 
of  warrants. 

Another  important  enhancement  will  be  the  installation  of  a  reader/ 
sorter  in  our  bank.  This  unit  has  been  ordered,  shipped,  and  will 
be  operational  by  December  1,  1980.  A  reader/sorter  here  will  allow 
us  more  time  for  processing  your  warrants,  and  more  importantly,  allow 
our  personnel  to  control  the  quality  of  the  sorting  process. 

Our  bank  is  committed  to  providing  the  State  of  Montana  with  the  best 
possible  service.  Since  assuming  the  State  account  in  July  of  1978, 
a  number  of  cooperative  enhancements  have  been  made  to  improve  the 
service  to  the  State.  Two  of  these  include: 

0  The  transfer  of  approximately  $400  million  of  securities 
from  the  Board  of  Investments'  vaults  to  our  correspondent 
in  New  York,  the  Manufacturers  Hanover  Trust  Co.  There  are 
now  more  than  $600  million  in  securities  held  in  New  York. 
These  are  being  processed  and  handled  by  personnel  at 
Manufacturers  Hanover,  formerly  the  responsibility  of  State 
personnel . 
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Northwestern  Bank  of  Helena 


Mrs.  Vera  b>.  Freseman 
October  10,  1980 
Page  two 


0  Improvement  of  daily  tape  and  listing  to  include: 

1.  Header  record  to  identify  file  and  contain  date  file 
was  created. 

2.  Series  batch  total  trailer  record  to  give  batch  total 
of  each  series  processed  daily. 

3.  Grand  total  batch  trailer  record  to  list  each  series 
total,  then  give  a  grand  total  for  all  series  together. 

Additional  services  are  also  available  to  improve  the  service  and 
dollar  return  to  the  State.  Two  programs  were  recently  proposed  to 
the  Board  of  Investments  staff: 

0  The  first  is  the  use  of  FINS  ID  number  specifically  assigned 
to  all  state  securities.  This  ID  system  could  improve  the 
timeliness  of  trade  confirmations  by  1  1/2  to  2  days. 

0  The  second  is  a  "Security  Lending  Program"  through  our  cor- 
respondent, the  Manufacturers  Hanover  Trust  Co.,  which  could 
increase  the  dollar  return  on  the  State  of  Montana's  invest- 
ment portfolio. 

The  State  account  is  large  both  from  the  number  of  warrants  processed 
and  the  securities  handled.  Problems  do  occur  from  time  to  time.  We 
and  Manufacturers  Hanover  Trust  Co.  are  more  than  willing  to  address 
these  problems  at  the  outset  to  the  satisfaction  of  the  State  of 
Montana. 

Sincerely, 


Edwin  H.  Jasmin 
President 

EHJ/bs 

cc:  Dave  Lewis,  Director,  Department  of  Administration 
Jim  Howeth,  Board  of  Investments 
Mrs.  Jo  Isaak,  State  Auditor's  Office 
Pat  DeVries,  DeVries  and  Morgan,  CPAs 
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MANUFACTURERS  HANOVER  TRUST  COMPANY 

350  PARK    AVENUE,   NEW   YORK,  N    Y     1DOSS 

October  3,  1980 


Mr.  Edwin  H.  Jasmin 

President 

Northwestern  Bank  of  Helena 

P.  0.  Box  597 

Helena,  Montana   59601 

Dear  Ed: 

George  and  I  very  much  enjoyed  meeting  you.  We  all  thank  you 
for  lunch  and  also  the  fine  itinerary  you  arranged  for  us.  I 
found  the  visit  with  your  personnel,  as  well  as  the  State  of 
Montana's  personnel  most  informative  and  we  will  strive  to 
provide  to  you  and,  of  course,  your  customer,  the  State, 
satisfactory  service.  The  problems  mentioned  will  be 
thoroughly  investigated  and  the  appropriate  corrective  actions 
will  be  taken. 

I  am  enclosing  a  descriptive  brochure  on  the  Institutional 
Delivery  system  which  we  discussed.  I  have  also  enclosed  a 
copy  of  the  Institutional  Delivery  Agreement  to  be  completed. 
After  both  copies  have  been  signed,  please  return  them  to  us 
as  we  will  complete  them  and  return  one  copy  for  your  records. 
This  will  be  a  significant  help  to  your  customer  in  obtaining 
their  confirmations  in  a  more  timely  manner.  In  addition,  I 
am  including  a  sample  letter  to  notify  the  brokerage 
community. 

I  feel  the  security  lending  program  that  we  provide  is 
excellent.  I  think  it  will  provide  a  means  of  earning 
additional  income  for  your  customer,  the  State  of  Montana.  We 
are  looking  forward  to  providing  this  additonal  service  for 
your  fine  bank. 

With  kind  personal  regards. 


JohnjF.  Richards 
(30)     Vice  President 


Enclosures 


These  modifications  suggest  the  transit  number  field  be 
moved  from  columns  33  thru  43  to  columns  26  thru  36. 
This  will  allow  the  warrant  number  to  be  placed  in 
columns  38  thru  45. 

The  Amount  Field  and  series  number  would  remain  in  the 
same  positions.  This  change  will  allow  the  MICR  printing 
to  be  moved  up  to  the  correct  position  and  still  allow 
for  the  key  punch  holes  in  the  left  1  1/4  inches  of  the 
warrant. 


Northwestern  Bank  of  Helena 
October  10,  1980 
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SECRETARY  OF  STATE 

FRANK  MURRAY  LEONARD  C   LARSON 

SECRETARY  OF  STATE  CHIEF  DEPUTY 


HELENA,  MONTANA  59601 


October  1^1,  19! 


Vera  S.  Freseman,  Administrator 

Office  of  the  State  Treasurer 

Capitol 

Helena,  Montana   59601 

Dear  Mrs.  Freseman: 

I  apologize  for  the  delay  in  responding  to  your  letter  of  October 

2,  1980  on  an  audit  recommendation  to  your  office  concerning  deposits 

of  funds  by  the  Secretary  of  State. 

D.   Collection  Reports 

^ •   Deposits  from  Secretary  of  State 

A  deposit  from  the  Secretary  of  State  on  June  30>  19^0 
included  several  checks  dated  Acril  15,  I98O. 

Recommendation:   The  Secretary  of  State  must  attempt  to 
deoosit  funds  on  a  timely  basis. 

The  Secretary  of  State  does  not  concur  in  the  view  that  deposits  of 
funds  are  untimely. 

The  checks  dated  April  15,  I98O  in  the  June  30,  I98O  deposit  represent 
filing  fees  for  documents  presented  for  filing,  the  filing  of  which 
is  conditioned  on  review  by  the  Secretary  of  State  and  a  finding  by 
the  Secretary  of  State  that  the  documents  conform  to  law  (See  Sections 
35-1-102(16),  35-1-203,  MCA  and  related  sections). 

The  checks  in  question  represent  fees  collected  and  presented  for 
deposit  at  the  time  the  Secretary  of  State  determined  the  document 
presented  conformed  to  law,   The  Secretary  of  State  is  not  entitled 
to  collect  fees  unless  he  is  authorized  to  perform  the  service  for 
which  the  fee  is  presented. 
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SAFE    DRIVERS    MAKE    SAFE    HIGHWAYS" 


Continued 

Page  2 

Collection  Reports 


The  Secretary  of  State  is  not  authorized  to  file  a  document  until 
the  document  has  been  reviewed  and  a  finding  made  that  it  conforms 
to  law. 


Very  truly  vours, 

FRANK  MURRAY        / 
Secretary  of  State 

Leonard  Larson 
Chief  Deputy 


FM/pbl 
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